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REPORT ON REVIEW OF INTERIM FINANCIAL INFORMATION

The Board of Directors

The National Bank of Ras Al-Khaimah (P.S.C.)
Ras Al-Khaimah

United Arab Emirates

We have reviewed the accompanying condensed consolidated statement of financial position of The National
Bank of Ras Al-Khaimah (P.S.C.), Ras Al-Khaimah, United Arab Emirates (the “Bank”) and its
Subsidiaries (together referred to as the “Group”) as at 31 March 2017 and the related condensed consolidated
income statement, condensed consolidated statement of comprehensive income, condensed consolidated
statement of changes in equity and condensed consolidated statement of cash flows for the three month period
then ended. Management of the Group is responsible for the preparation and presentation of this interim
financial information in accordance with International Accounting Standard 34 - Interim Financial Reporting
(“IAS 34”). Our responsibility is to express a conclusion on this interim financial information based on our

review.

Scope of review

We conducted our review in accordance with International Standard on Review Engagements 2410, “Review
of Interim Financial Information Performed by the Independent Auditor of the Entity”. A review of interim
financial information consists of making inquiries, primarily of persons responsible for financial and
accounting matters, and applying analytical and other review procedures. A review is substantially less in scope
than an audit conducted in accordance with International Standards on Auditing and consequently does not
enable us to obtain assurance that we would become aware of all significant matters that might be identified in
an audit. Accordingly, we do not express an audit opinion.

Conclusion

Based on our review, nothing has come to our attention that causes us to believe that the accompanying interim
financial information is not prepared, in all material respects in accordance with [AS 34.

Deloitte & Touche (M.E.)

Musa Ramabhi
Registration No.: 872
19 April 2017

Anis Sadek (521), Cynthia Corby (995), Georges Najem (809), Mohammad Khamees Al Tah (717), Musa Ramahi (872), Mutasem
Dajani (726), Rama Padmanabha Acharya (701) and Samir Madbak (386) are registered practising auditors with the UAE Ministry of
Economy.



The National Bank of Ras Al-Khaimah (P.S.C.)

Condensed consolidated statement of financial position

as at 31 March 2017

ASSETS

Cash and balances with UAE Central Bank
Due from other banks

Loans and advances, net

Investment securities

Insurance contract assets and receivables
Other assets

Goodwill and other intangible assets
Property and equipment

Total assets

LIABILITIES AND EQUITY
Liabilities

Due to other banks

Deposits from customers

Debt securities in issue

Insurance contract liabilities and payables
Other liabilities

Total liabilities

Equity
Share capital

Legal reserve
Other reserves
Retained earnings

Equity attributable to owners of the Bank

Non-controlling interests
Total equity

Total Liabilities and Equity

Notes

N n N~

10
11

12

13

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
4,297,156 4,431,016
2,516,586 2,629,230
29,352,346 28,725,869
4,687,661 4,810,682
341,503 340,959
611,183 525,488
173,338 174,141
879,674 872,844
42,859,447 42,510,229
1,315,044 1,561,877
29,791,425 29,398,185
2,723,472 2,730,072
451,879 465,826
821,145 773,890
35,102,965 34,929,850
1,676,245 1,676,245
950,431 950,431
3,052,586 3,031,209
2,033,711 1,879,029
7,712,973 7,536,914
43,509 43,465
7,756,482 7,580,379
42,859,447 42,510,229

The accompanying notes form an integral part of these condensed consolidated financial statements.




The National Bank of Ras Al-Khaimah (P.S.C.)

Condensed consolidated income statement (un-audited)
for the period from 1 January 2017 to 31 March 2017

Interest income
Interest expense

Net interest income

Income from Islamic financing
Distribution to depositors

Net income from Islamic financing

Net interest income and net income
from Islamic financing

Net fees and commission income
Foreign exchange and derivative income
Gross insurance underwriting profit
Investment income

Other operating income

Non-interest income

Operating income

Operating expenses

Operating profit before provision
for impairment

Provision for impairment of loans
and advances, net

Profit for the period

Attributed to:

Owners of the Bank
Non-controlling interests

Profit for the period

Earnings per share:
Basic and diluted in AED

Three month period
ended 31 March

Notes 2017 2016
(un-audited) (un-audited)
AED’000 AED’000
16 663,297 716,221
16 (75,310) (64,312)
587,987 651,909
17 84,068 102,849
17 (8,746) (10,459)
75,322 92,390
663,309 744,299
18 182,094 168,859
30,554 22,995
7,435 12,127
19 47,638 28,087
15,580 13,634
283,301 245,702
946,610 990,001
20 (351,162) (341,709)
595,448 648,292
6(d) (440,721) (398,280)
154,727 250,012
154,682 248,970
45 1,042
154,727 250,012
21 0.09 0.15

The accompanying notes form an integral part of these condensed consolidated financial statements.



The National Bank of Ras Al-Khaimah (P.S.C.)

Condensed consolidated statement of comprehensive income (un-audited)
for the period from 1 January 2017 to 31 March 2017

Three month period

ended 31 March
2017 2016
(un-audited) (un-audited)
AED’000 AED’000
Profit for the period 154,727 250,012
Other comprehensive income
Items that will be reclassified subsequently to profit or loss
Net changes in fair value of available-for-sale investment securities 21,376 11,713
Other comprehensive income for the period 21,376 11,713
Total comprehensive income for the period 176,103 261,725
Attributed to:
Owners of the Parent 176,059 258,130
Non-controlling interests 44 3,595
Total comprehensive income for the period 176,103 261,725

The accompanying notes form an integral part of these condensed consolidated financial statements.



SJUSSIEIS [RIDUBUL PAJEPI[OSUOD PISUSPU0D 353y Jo 1ied [ei3ajul ue urioy sajou Sukuedwoooe sy,

I8b°9SLL 60S‘€h €LO'TIL'L  TIL'EEO'T  98S°TSO°E Isr'os6 - SPT9L9T (panpne-un) L107 YIEA I€ IV
€0T°9LT 144 6S0°9LY 789°yST LLETT = - - porad 3y) 10y Suroduy aArsuIYdIdUIod [BI0],
9LETL m LLEIT - LLETT = s - dwoduy dAISUIYIdUI0d 1RO
LTLYST 54 789pST 789°bST - - 2 - portad ay) 10y yyoaq
6LE08S L Sor‘ey PI6'9ES'L  6T0°6L8T  60TIE0°E Icr'ose - SPT9L9T (Pa1pnE) 9107 19qUIdI( [ ¢ RuTRg
ELT'6LE'L 16L° 1 T8€°LE6'L  TT6ISET  9LT6S6°T 06S'6£8  0SEOLT SHT9LYT (Panpne-un) 9107 YIBA ¢ 18 duejeg
STL19T S65°¢ 0€1°86C 0L6°8+T 091°6 = = - pouad ayy 1oy swoour aAIsUAYAIdIWOD [EI0 L
€ILTI €66°C 0916 - 091°6 % 2 = awodur dAIsuaya1dwod 1Y
T10°0S¢T o1 0L6°8¥T 0L6°8YT - $ 2 - pouad ay1 10 Jyorg
8PV LIL'L 961°8¢ CSTOLY'L  1S6'TOI'T  9T1°086°C 065668 0SE0TT SYTOLYT (Pa3IPNE) G10T 19quooa( [¢ I8 duEleg
000.4IV 000.qAV  000.IV  000.dAV  000.0AV 000.qAV  000.4AV  000.4AV
[eio], IREREINI Jueq 9y) Jo sSuruwivd SIATISII AATISIY ummaad  ended

SUIONUO0Y SIIUMO 0)  PauUTEIdY REi Ty €31 areyyg areys

-UON I[qeinqrje

Aymby

LTOT Y218 T€ 03 LTOT ATenuep | woay portdd dy 1oy
Kymbo ur soSueyd jo juawdle)s paepIOSUOd paIsudpuo))

s (O'S"'d@) yewed]-|v sey jo yueg [euoneN Y],



The National Bank of Ras Al-Khaimah (P.S.C.)

Condensed consolidated statement of cash flows (un-audited)
for the period from 1 January 2017 to 31 March 2017

Three month period ended

31 March
2017 2016
(un-audited) (un-audited)
AED’000 AED’000
Cash flows from operating activities
Profit for the period 154,727 250,012
Adjustments:
Provision for impairment of loans and advances, net 440,721 398,280
Depreciation of property and equipment 25,173 27,843
Amortisation of intangible assets 802 802
Gain on disposal of property and equipment (25) (197)
Amortisation of premium/discount relating to investments securities 3,729 3,729
Gain on sale of held-for-trading investment securities (1,161) -
Loss on available-for-sale investment securities - 12,100
Gain on sale of available-for-sale investment securities (43,332) (26,691)
Gain on held for trading investment securities fair value 27 (19)
Changes in operating assets and liabilities 580,607 665,859
Decrease/(increase) in deposits with the UAE Central Bank 69,429 (129,651)
Increase in due from other banks with original maturities of three months
or over (478,233) (208,120)
Increase in loans and advances, net (1,067,198) (518,679)
(Increase)/decrease in insurance contract assets and receivables (544) 19,667
Increase in other assets (85,695) (148,141)
Decrease in due to other banks (246,833) (313,628)
Increase in deposits from customers 393,240 583,076
Decrease in insurance contract liabilities and payables (13,947) (23,474)
Increase/(decrease) in other liabilities 47,255 (17,833)
Net cash used in operating activities (801,919) (90,924)
Cash flows from investing activities
Purchase of investment securities (2,010,679) -
Proceeds from maturity/disposal of investment securities 2,195,867 33,078
Purchase of property and equipment (32,215) (18,884)
Proceeds from disposal of property and equipment 238 224
Net cash generated from investing activities 153,211 14,418
Cash flows from financing activities
Purchase of debt security (6,600) (84,847)
Net cash used in financing activities (6,600) (84,847)
Net decrease in cash and cash equivalents (655,308) (161,353)
Cash and cash equivalents, beginning of the period 2,141,959 2,439,849
Cash and cash equivalents, end of the period (Note 23) 1,486,651 2,278,496

The accompanying notes form an integral part of these condensed consolidated financial statements.



The National Bank of Ras Al-Khaimah (P.S.C.) 7

Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017

1. Incorporation and principal activities

The National Bank of Ras Al-Khaimah (P.S.C.) [the “Bank”] is a public shareholding company
incorporated in the Emirate of Ras Al-Khaimah in the United Arab Emirates (‘UAE”). The head office of
the Bank is located at the National Bank of Ras Al-Khaimah building, Al Rifa area, Exit No. 129, Sheikh
Mohammed Bin Zayed Road, Ras Al-Khaimah, UAE.

The Bank is engaged in providing retail and commercial banking services through a network of thirty eight
branches in the UAE.

At 31 March 2017, The National Bank of Ras Al-Khaimah (P.S.C) comprises the Bank and five subsidiaries
(together referred to as the “Group”). The condensed consolidated interim financial information for the
three month period ended 31 March 2017 comprises the Bank and following direct subsidiaries.

Authorised
and issued Ownership
Subsidiary capital interest Incorporated Principal Activities
Ras Al Khaimah National - o All type of insurance
Insurance Company PSC AED 110 million 79.23% ol business.
RAK Islamic Finance AED 100 million 99.9%* UAE To sell sharia compliant
Company Pvt. J.S.C** financial products.
Back office support
0/ 3k
BOSS FZCO AED 500,000 80% UAE services to the Bank.
RAK Technologies FZCO AED 500,000 80%* UAE Technological support
services to the Bank.
Rakfunding Cayman Limited USD 100 99.9%* Cayman o faEilitates thashsue of
Island USD 800 million BEuro
medium term notes
(EMTN) under the Bank’s
USD 1 billion EMTN
programme.

*These represent legal ownership of the Bank. However, beneficial ownership is 100% as the remaining
interest is held by a related party on trust and for the benefit of the Bank.

**On 19 April 2017, the shareholders at the annual general meeting resolved to liquidate the Company and
transfer the net assets and obligations to the Bank.

2. Application of new and revised International Financial Reporting Standards (“IFRS”)

2.1 New and revised IFRS applied with no material effect on the condensed consolidated financial
Statements

The following new and revised IFRS, which became effective for annual periods beginning on or after
1 January 2017, have been adopted in these financial statements. The application of these revised IFRSs
has not had any material impact on the amounts reported for the current and prior years but may affect the
accounting for future transactions or arrangements.

* Amendments to IAS 12 Income Taxes relating to the recognition of deferred tax assets for unrealised
losses.

e Amendments to IAS 7 Statement of Cash Flows to provide disclosures that enable users of financial
statements to evaluate changes in liabilities arising from financing activities.

e Annual Improvements to IFRS Standards 2014-2016 Cycle - Amendments to IFRS 12 Disclosure of
Interests in Other Entities.



The National Bank of Ras Al-Khaimah (P.S.C.)

Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

2. Application of new and revised International Financial Reporting Standards (“IFRS”)

(continued)

2.2 New and revised IFRS in issue but not yet effective and not early adopted

The Group has not yet early applied the following new standards, amendments and interpretations that have

been issued but are not yet effective:

New and revised IFRS

Annual Improvements to IFRS Standards 2014 — 2016 Cycle amending IFRS 1
First-time Adoption of International Financial Reporting Standards and IAS 28
Investments in Associates and Joint Ventures (2015).

Amendments to IFRS 2 Share Based Payment regarding classification and
measurement of share based payment transactions.

Amendments to [FRS 4 Insurance Contracts: Relating to the different effective
dates of IFRS 9 Financial Instruments and the forthcoming new insurance
contracts standard.

IFRS 9 Financial Instruments (revised versions in 2009, 2010, 2013 and 2014)

IFRS 9 issued in November 2009 introduced new requirements for the
classification and measurement of financial assets. [FRS 9 was subsequently
amended in October 2010 to include requirements for the classification and
measurement of financial liabilities and for derecognition, and in November 2013
to include the new requirements for general hedge accounting. Another revised
version of IFRS 9 was issued in July 2014 mainly to include a) impairment
requirements for financial assets and b) limited amendments to the classification
and measurement requirements by introducing a ‘fair value through other
comprehensive income’ (FVTOCI) measurement category for certain simple debt
instruments.

A finalised version of IFRS 9 which contains accounting requirements for
financial instruments, replacing IAS 39 Financial Instruments: Recognition and
Measurement. The standard contains requirements in the following areas:

e Classification and measurement: Financial assets are classified by reference
to the business model within which they are held and their contractual cash
flow characteristics. The 2014 version of IFRS 9 introduces a “fair value
through other comprehensive income’ category for certain debt instruments.
Financial liabilities are classified in a similar manner to under [AS 39,
however there are differences in the requirements applying to the
measurement of an entity’s own credit risk.

o Impairment: The 2014 version of IFRS 9 introduces an ‘expected credit loss’
model for the measurement of the impairment of financial assets, so it is no
longer necessary for a credit event to have occurred before a credit loss is
recognised

e Hedge accounting: Introduces a new hedge accounting model that is designed
to be more closely aligned with how entities undertake risk management
activities when hedging financial and non-financial risk exposures.

e Derecognition. The requirements for the derecognition of financial assets and
liabilities are carried forward from IAS 39.

Effective for
annual periods
beginning on or after

1 January 2018

1 January 2018

1 January 2018

1 January 2018



The National Bank of Ras Al-Khaimah (P.S.C.)

Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

2. Application of new and revised International Financial Reporting Standards (“IFRS”)

(continued)

2.2 New and revised IFRS in issue but not yet effective and not early adopted

New and revised IFRS

IFRIC 22 Foreign Currency Transactions and Advance Consideration
The interpretation addresses foreign currency transactions or parts of transactions
where:

e there is consideration that is denominated or priced in a foreign currency;

e the entity recognises a prepayment asset or a deferred income liability in
respect of that consideration, in advance of the recognition of the related asset,
expense or income; and

» the prepayment asset or deferred income liability is non-monetary.

IFRS 15 Revenue from Contracts with Customers: IFRS 15 provides a single,
principles based five-step model to be applied to all contracts with customers.

Amendments to IAS 40 Investment Property. Amends paragraph 57 to state that
an entity shall transfer a property to, or from, investment property when, and only
when, there is evidence of a change in use. A change of use occurs if property
meets, or ceases to meet, the definition of investment property. A change in
management’s intentions for the use of a property by itself does not constitute
evidence of a change in use. The paragraph has been amended to state that the list
of examples therein is non-exhaustive.

IFRS 16 Leases provides a single lessee accounting model, requiring lessees to
recognise assets and liabilities for all leases unless the lease term is 12 months or
less or the underlying asset has a low value.

Amendments to [FRS 10 Consolidated Financial Statements and IAS 28
Investments in Associates and Joint Ventures (2011) relating to the treatment of
the sale or contribution of assets from an investor to its associate or joint venture.

Effective for
annual periods
beginning on or after

1 January 2018

1 January 2018

1 January 2018

1 January 2019

Effective date
deferred indefinitely

Management anticipates that these new standards, interpretations and amendments will be adopted in the
Group’s condensed consolidated financial statements as and when they are applicable and adoption of these
new standards, interpretations and amendments, except for IFRS 9 and IFRS 16 , may have no material
impact on the consolidated financial statements of the Group in the period of initial application.

The application of IFRS 9 may have significant impact on amounts reported and disclosures made in the
Group’s condensed consolidated financial statements in respect of the Group’s financial assets and financial
liabilities and the application of IFRS 16 may have an impact on amounts reported and disclosures made in
the Group’s condensed consolidated financial statements in respect of its leases. However, it is not
practicable to provide a reasonable estimate of effects of the application of these standards until the Group

performs a detailed review.



The National Bank of Ras Al-Khaimah (P.S.C.) 10

Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

3. Significant accounting policies

The significant accounting policies applied in the preparation of these condensed consolidated financial
statements are set out below. These policies have been consistently applied to all the years presented, unless
otherwise stated.

(a) Basis of preparation

The condensed consolidated financial statements of the Group are prepared under the historical cost basis
except for certain financial instruments which are measured at fair value. Historical cost is generally based
on the fair value of the consideration given in exchange for assets.

These condensed consolidated financial statements are prepared in accordance with International
Accounting Standard 34: Interim Financial Reporting (“IAS 34”), issued by the International Accounting
Standard Board (IASB) and also comply with the applicable requirements of the laws in the U.A.E.

The accounting policies used in the preparation of these condensed consolidated financial statements are
consistent with those used in the audited annual consolidated financial statements for the year ended

31 December 2016.

As required by the Securities and Commodities Authority of the U.AE. (“SCA”) Notification No.
2624/2008 dated 12 October 2008, accounting policies relating to financial assets, cash and cash
equivalents, Islamic financing and investing assets and investment properties have been disclosed in the
condensed consolidated financial statements.

These condensed consolidated financial statements do not include all the information required for full
annual consolidated financial statements and should be read in conjunction with the Group’s audited annual
consolidated financial statements as at and for the year ended 31 December 2016. In addition, results for
the three month period ended 31 March 2017 are not necessarily indicative of the results that may be
expected for the financial year ending 31 December 2017.

(b) Consolidation

The condensed consolidated financial statements incorporate the condensed consolidated financial
statements of National Bank of Ras Al-Khaimah (P.S.C.) and its subsidiaries (collectively referred to as
“Group”).

;) Subsidiaries

Subsidiaries are all entities over which the Group has control. The Group controls an entity when the Group
1s exposed to, or has rights to, variable returns from its involvement with the entity and has the ability to
affect those returns through its power over the entity. Subsidiaries are fully consolidated from the date on
which control is transferred to the Group.

ii) Transactions eliminated on consolidation

Intra-group balances and income and expenses (except for foreign currency transaction gains or losses)
arising from intra-group transactions, are eliminated in preparing the condensed consolidated financial
statements. Unrealised losses are eliminated in the same way as unrealised gains, but only to the extent that
there is no evidence of impairment.



The National Bank of Ras Al-Khaimah (P.S.C.) I1

Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

3. Significant accounting policies (continued)

(b) Consolidation (continued)
iii) Acquisition accounting

The acquisition method of accounting is used to account for the acquisition of subsidiaries. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured at
their fair values at the acquisition date, irrespective of the extent of any non-controlling interest, and the
Group allocates the purchase price to these net assets acquired. The measurement period for purchase price
allocations ends as soon as information on the facts and circumstances becomes available, but does not
exceed 12 months. The Group policy is aligned with that laid out in IFRS 3.

The consideration transferred for the acquiree is measured at the fair value of the assets given up, equity
instruments issued and liabilities incurred or assumed, but excludes acquisition related costs such as
advisory, legal, valuation and similar professional services which are charged to the income statement.

The Group measures non-controlling interest that represents present ownership interest and entitles the
holder to a proportionate share of net assets in the event of liquidation on a transaction by transaction basis.

Goodwill is measured by deducting the net assets of the acquiree from the aggregate of the consideration
transferred for the acquiree, the amount of non-controlling interest in the acquiree and fair value of an
interest in the acquiree held immediately before the acquisition date.

(¢c) Loans and advances and provision for impairment

Loans and advances are non-derivative financial assets with fixed or determinable payments that are not
quoted in an active market. Loans and advances are initially recognised at fair value, which is the cash
consideration to originate or purchase a loan including any transaction costs, and measured subsequently at
amortised cost using the effective interest method.

The Group assesses at each financial position date whether there is objective evidence that loans and
advances are impaired. Loans and advances are impaired and impairment losses are incurred only if there
is objective evidence that the Group will not be able to collect all amounts due.

The criteria that the Group uses to determine that there is objective evidence of an impairment loss include:

e Delinquency in contractual payments of principal or interest;

e Cash flow difficulties experienced by the borrower;

e Breach of loan covenants or conditions;

e Initiation of bankruptcy proceedings;

e Deterioration of the borrower’s competitive position;

e Deterioration in the value of collateral; and

e Observable data indicating that there is a measurable decrease in the estimated future cash flows from
a portfolio of financial assets since the initial recognition of those assets, although the decrease cannot
yet be identified with the individual financial assets in the portfolio, including:

(1) adverse changes in the payment status of borrowers in the portfolio; and
(i1) national or local economic conditions that correlate with defaults on the assets in the portfolio.

The Group first assesses whether objective evidence of impairment exists either individually for financial
assets that are individually significant and individually or collectively for financial assets that are not
individually significant. If the Group determines that no objective evidence of impairment exists for an
individually assessed financial asset, whether significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are
individually assessed for impairment and for which an impairment loss is or continues to be recognised are
not included in a collective assessment of impairment.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

3. Significant accounting policies (continued)

(c) Loans and advances and provision for impairment (continued)

The amount of the loss is measured as the difference between the asset’s carrying amount and the present
value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted
at the financial asset’s original eftective interest rate. The carrying amount of the asset is reduced through
the use of an allowance account and the amount of the loss is recognised in the condensed consolidated
income statement,

If the amount of impairment subsequently decreases due to an event occurring after the write down, the
release of the provision is credited to the condensed consolidated income statement. If a loan has a variable
interest rate, the discount rate for measuring any impairment loss is the current effective interest rate
determined under the contract.

The calculation of the present value of the estimated future cash flows of a collateralised financial asset
reflects the cash flows that may result from foreclosure less costs for obtaining and selling the collateral,
whether or not foreclosure is probable.

For the purposes of a collective evaluation of impairment, financial assets are grouped on the basis of
similar credit risk characteristics (i.e. on the basis of the Group’s grading process that considers asset type,
industry, collateral type, past-due status and other relevant factors). Those characteristics are relevant to the
estimation of future cash flows for groups of such assets by being indicative of the debtors’ ability to pay
all amounts due according to the contractual terms of the assets being evaluated.

Future cash flows in a group of financial assets that are collectively evaluated for impairment are estimated
on the basis of the contractual cash flows of the assets and historical loss experience for assets with similar
credit risk characteristics. Historical loss experience is adjusted on the basis of current observable data to
reflect the effects of current conditions that did not affect the period on which the historical loss experience
is based and to remove the effects of conditions in the historical period that do not currently exist.

Estimates of changes in future cash flows for groups of assets reflect and are directionally consistent with
changes in related observable data from period to period (for example, changes in unemployment rates,
property prices, payment status, or other factors indicative of changes in the probability of losses and their
magnitude). The methodology and assumptions used for estimating future cash flows are reviewed regularly
by the Group to reduce any differences between loss estimates and actual loss experience.

When a loan is uncollectable, it is written off against the related provision for impairment. This is normally
done within six to twelve months of the loan becoming past due, depending on the type of the loan. Non
performing mortgage loans, however, are written off after considering each individual case. If no related
provision exists, it is written off to the condensed consolidated income statement. Subsequent recoveries
are credited to the condensed consolidated income statement.

Loans that are either subject to collective impairment assessment or individually significant and whose
terms have been renegotiated are no longer considered to be past due but are treated as new loans.

(d) Islamic financing

The Group engages in Shari’ah compliant Islamic banking activities through various Islamic instruments
such as Murabaha, Salam, Mudaraba, and Wakala. The accounting policy for initial recognition, subsequent
measurement and derecognition of Islamic financial assets and liabilities are as per Note 3(c).

i)  Murabaha financing

A sale contract whereby the Group sells to a customer commodities and other assets at an agreed upon profit
mark up on cost. The Group purchases the assets based on a promise received from customer to buy the
item purchased according to specific terms and conditions. Profit from Murabaha is quantifiable at the
commencement of the transaction. Such income is recognised as it accrues over the period of the contract
on effective profit rate method on the balance outstanding.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

3. Significant accounting policies (continued)

(d) Islamic financing (continued)
i) Salam

Bai Al Salam is a Sale contract where the Customer (Seller) undertakes to deliver/supply a specified tangible
asset to the Group (Buyer) at mutually agreed future date(s) in exchange for an advance price fully paid on
the spot by the buyer.

Revenue on Salam financing is recognised on the effective profit rate basis over the period of the contract,
based on the Salam capital outstanding.

iii) Mudaraba

A contract between the Group and a customer, whereby one party provides the funds (Rab Al Mal-
customer) and the other party (the Mudarib- the Group) invests the funds in a project or a particular activity
and any profits generated are distributed between the parties according to the profit shares that were pre-
agreed in the contract. The Mudarib would bear the loss in case of default, negligence or violation of any
of the terms and conditions of the Mudaraba, otherwise, losses are borne by the Rab Al Mal.

iv) Wakala

An agreement between the Group and customer whereby one party (Rab Al Mal-principal) provides a
certain sum of money to an agent (Wakil), who invests it according to specific conditions in return for a
certain fee (a lump sum of money or a percentage of the amount invested). The agent is obliged to return
the invested amount in case of default, negligence or violation of any of the terms and conditions of the
Wakala. The Group may be Wakil or Rab Al Mal depending on the nature of the transaction.

Estimated income from Wakala is recognised on an accrual basis over the period, adjusted by actual income
when received. Losses are accounted for on the date of declaration by the agent.

v) ljara

[jara financing is a finance lease agreement whereby the Group (lessor) leases an asset based on the
customer’s (lessee) request and promise to lease the assets for a specific period in lieu of rental instalments.
[jara ends in transferring the ownership of the asset to the lessee at the end of the lease inclusive of the risks
and rewards incident to an ownership of the leased assets. [jara assets are stated at amounts equal to the net
investment outstanding in the lease including the income earned thereon less impairment provisions.

(e) Investment securities

The Group classifies its investment securities in the following categories: Held-for-trading securities and
available-for-sale. Management determines the classification of its investments at initial recognition.

Held-for-trading securities: Investment securities held at fair value through profit and loss are those which
are acquired principally for the purpose of trading with the objective of generating profit.

Available-for-sale: Available-for-sale investments are those non-derivative financial assets that are
designated as available-for-sale or are not classified as (a) loans and advances, (b) held-for-trading
investments.

Regular purchases and sales of financial assets at available-for-sale are recognised on settlement date.

Financial assets, except assets that are held for trading are initially recognised at fair value plus transaction
costs. For financial assets acquired for trading, transaction costs are charged to profit and loss. Financial
assets are derecognised when the rights to receive cash flows from the financial assets have expired or
where the Group has transferred substantially all risks and rewards of ownership.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

3. Significant accounting policies (continued)

(e) Investment securities (continued)
Available-for-sale financial assets are subsequently carried at fair value.

Gains and losses arising from changes in the fair value of available-for-sale financial assets are recognised
directly in condensed consolidated statement of comprehensive income, until the financial asset is
derecognised or impaired. At this time, the cumulative gain or loss previously recognised through the
condensed consolidated statement of comprehensive income is recognised in the condensed consolidated
statement of income.

Foreign currency gains and losses arising on available-for-sale monetary financial assets are directly
recognised in the condensed consolidated income statement.

The fair values of quoted investments in active markets are based on current bid prices, as the Group
considers the bid prices to be most representative of fair value, if the market for a financial asset is not
active (and for unlisted securities), the Group establishes fair value by using valuation techniques.

Interest earned whilst holding investment securities is reported as under interest income in the condensed
consolidated income statement.

Dividends on available-for-sale equity instruments are recognised in the condensed consolidated income
statement when the Group’s right to receive payment is established.

The Group assesses at each financial position date whether there is objective evidence that a financial asset
is impaired. In the case of equity investments classified as available-for-sale, a significant or prolonged
decline in the fair value of the security below its cost is considered in determining whether the asset is
impaired. If any such evidence exists for available-for-sale financial assets, the cumulative loss — measured
as the difference between the acquisition cost and the current fair value, less any impairment loss on that
financial asset previously recognised in profit or loss — is removed from equity and recognised in the income
statement. Impairment losses recognised in the income statement on available-for-sale equity instruments
are not reversed through the income statement. Impairment on debt securities classified as available-for-
sale and those held to maturity is assessed as outlined in the accounting policy for impairment of loans and
advances [Note 3(c)].

() Cash and cash equivalents

In the condensed consolidated statement of cash flows, cash and cash equivalents include cash on hand,
money in current and call accounts and placements with original maturity of less than three months
excluding the statutory deposit required to be maintained with the UAE Central Bank.

4. Cash and balances with UAE Central Bank

31 March 31 December

2017 2016

(un-audited) (audited)

AED’000 AED’000

Cash in hand 679,539 819,539
Balances with the UAE Central Bank 319,246 243,677
Statutory deposit with the UAE Central Bank 3,098,371 3,017,800
Certificates of deposit with the UAE Central Bank 200,000 350,000
4,297,156 4,431,016

The statutory deposit with the UAE Central Bank is not available to finance the day to day operations of
the Group.
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Notes to the condensed consolidated financial statements

for the period from 1 January 2017 to 31 March 2017 (continued)

5. Due from other banks

Placements with other banks
Demand deposits

Banker’s acceptances
Syndicated loans

Other

The below represents deposits and balances due from:

Banks in UAE
Banks outside UAE

6. Loans and advances, net

(a) Loans and advances
Retail banking loans
Wholesale banking loans

Business banking loans

Total loans and advances [Note 6(b)]
Provision for impairment [Note 6(c)]

Net loans and advances

(b) Analysis of loans and advances
Personal loans
Mortgage loans
Credit cards
Auto loans
Business banking RAK finance loans
Business banking other loans
Wholesale banking loans
Other retail loans

Total loans and advances

15

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
196,411 885,923
224,211 270,310
1,371,336 964,000
604,209 439,437
120,419 69,560
2,516,586 2,629,230
339,319 976,034
2,177,267 1,653,196
2,516,586 2,629,230
31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
17,969,938 17,749,598
4,904,172 4,535,342
7,553,130 7,494,358
30,427,240 29,779,298
(1,074,894) (1,053,429)
29,352,346 28,725,869
5,942,746 5,897,790
4,650,456 4,419,270
3,513,809 3,542,744
2,518,471 2,645,465
4,828,240 4,995,594
2,724,890 2,498,764
4,904,172 4,535,342
1,344,456 1,244,329
30,427,240 29,779,298
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Notes to the condensed consolidated financial statements

for the period from 1 January 2017 to 31 March 2017 (continued)

6. Loans and advances, net (continued)

16

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
(c) Provision for impairment
Balance at the beginning of the period/year 1,053,429 744,600
Impairment allowance for the period/year 467,391 1,877,770
Written-off during the period/year (445,926) (1,568,941)
Balance at the end of the period/year 1,074,894 1,053,429
31 March 31 March
2017 2016
(un-audited) (un-audited)
AED’000 AED’000
(d) Provision for impairments/release on loans and advances
net of recovery
Impairment allowance for the period 467,391 414,044
Net recovery during the period (26,670) (15,764)
Net impairment allowance for the period 440,721 398,280
31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
(d) Impairment loans and advances provision coverage
Aggregate impaired loans 1,332,451 1,249,458
Provision held 1,074,894 1,053,429
80.67% 84.31%

Coverage ratio

The ratio of provision held to aggregate impaired loans (coverage ratio) does not take into account collateral
available, including cash, property and other realisable assets. For computation of the above ratio, the Group
has considered total impairment provision including the portfolio provision for risk inherent in the Group’s

portfolio.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

6. Loans and advances, net (continued)

(e) Islamic financing assets

The below table summaries the Islamic financing assets that are part of loans and advances above:

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
i) Islamic financing assets
Islamic retail financing assets 3,054,214 3,155,268
Islamic business banking assets 1,005,764 926,215
Islamic wholesale banking assets 246,252 203,555
Total Islamic financing assets 4,306,230 4,285,038
Provision for impairment (150,638) (145,234)
4,155,592 4,139,804
it) Analysis of Islamic financing assets
Islamic Salam Personal finance 1,467,387 1,508,935
Islamic Auto Murabaha 836,663 915,370
Islamic Business banking Finance 1,005,764 926,215
Islamic [jara Property Finance 617,610 587,572
Islamic Credit Cards 131,876 141,066
Islamic wholesale banking 246,252 203,555
Islamic finance - other 678 2,325
4,306,230 4,285,038

7. Investment securities
31 March 31 December

2017 2016
(un-audited) (audited)
AED’000 AED’000

Securities available-for-sale
Quoted equity securities 59,964 7,279
Unquoted equity securities 1,785 107
Quoted funds 20,385 20,637
Quoted debt securities™ 4,379,750 4,546,570
Unquoted debt securities 221,557 219,100
4,683,441 4,793,693

Securities held-for-trading

Quoted debt securities fair valued through profit and loss - 12,804
Quoted mutual funds fair valued through profit and loss 4,220 4,185
4,220 16,989

Total investment securities 4,687,661 4,810,682
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

7. Investment securities (continued)

*As at 31 March 2017, quoted debt securities with fair value of AED 395 million (31 December 2016: AED
583 million) have been given as collateral against repo borrowings of AED 375 million (31 December
2016: AED 546 million) (Note 9).

The composition of the investment portfolio by category is as follows:

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
Federal and local Government - UAE 435,732 592,743
Government related entity - UAE 991,592 892,945
Government - GCC 555,306 603,952
Government related entity - GCC 163,866 166,244
Government - other 94,124 85,437
Banks and financial institutions - UAE 563,032 661,609
Banks and financial institutions - GCC 249,340 152,992
Banks and financial institutions - other 967,677 1,199,636
Public limited companies - UAE 332,621 317,812
Public limited companies - GCC 114,369 10,847
Public limited companies - other 133,648 94,257
Total debt securities 4,601,307 4,778,474
Quoted equity securities 59,964 7,279
Quoted mutual funds 24,605 24,822
Unguoted equity securities 1,785 107
Total investment securities 4,687,661 4,810,682
8. Other assets
31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
Interest receivable 214,538 207,088
Profit receivable on Islamic financing assets 39,657 34,012
Prepayments and deposits 107,685 105,928
Interest rate swaps and other derivatives 63,060 17,292
Customer acceptances 51,281 49,563
Insurance related receivables and assets 43,233 62,087
Other 91,729 49,518
611,183 525,488
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Notes to the condensed consolidated financial statements

for the period from 1 January 2017 to 31 March 2017 (continued)

9. Due to other banks

Term borrowings
Repurchase agreements (Note 7)
Demand deposits

10. Deposits from customers

Time deposits
Current accounts
Saving deposits
Call deposits

19

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
754,784 1,014,261
375,079 545,723
185,181 1,893
1,315,044 1,561,877

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
7,931,534 8,178,941
17,372,564 16,426,022
3,420,959 3,560,687
1,066,368 1,232,535
29,791,425 29,398,185

Time deposits include AED 521 million (31 December 2016: AED 468 million) held by the Group as cash

collateral for loans and advances granted to customers.

The below table summaries the Islamic deposits of customers that are part of deposits from customers

above:

Wakala deposits

Mudaraba term investment deposits
Murabaha Term Deposit
Qard-E-Hassan - current accounts
Mudaraba - current accounts
Mudaraba - saving accounts
Mudaraba - call deposits

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
629,739 1,025,959
26,596 42,468
540,283 7,350
693,079 559,917
916,193 924,682
165,532 133,730
41,004 38,372
3,012,426 2,732,478
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

11. Debt securities in issue
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31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
USD 500 million medium term note issued at discount in June
2014 1,830,287 1,829,618
USD 300 million medium term note issued at premium in March
2015 1,107,076 1,107,636
Less: Own investment in debt securities issued (211,064) (210,859)
Less: Debt security issue costs (6,870) (7,545)
Fair value adjustment on hedged debt securities in issue 4,043 11,222
2,723,472 2,730,072

The Group issued USD 500 million medium term note in June 2014 under its USD 1 billion medium term
note programme through its subsidiary RAK Funding Cayman Limited. The initial tranche of the note was
issued at a discounted rate of 99.275%. In March 2015 second tranche of USD 300 million notes were
issued under this programme at a premium rate of 100.875%. These notes mature in 2019 and carry a fixed
interest rate of 3.25% per annum. Interest on these medium term notes is payable half-yearly in arrears.

12. Other liabilities

31 March 31 December

2017 2016

(un-audited) (audited)

AED’000 AED’000

Interest payable 85,792 50,081
Profit distributable on Islamic deposits 15,319 21,900
Accrued expenses 82,978 109,789
Managers cheques issued 159,061 131,296
Provision for employees’ end-of-service benefits 98,887 97,808
Derivatives 47,462 5,390
Customer acceptances 51,281 49,563
Mortgage payables and liabilities 38,949 22,769
Credit card payables and liabilities 37,365 90,562
Asset based finance payables and liabilities 24,364 19,991
Insurance related payables and liabilities 40,136 39,354
Other 139,551 135,387
821,145 773,890

13. Share capital and dividend

At 31 March 2017, the authorised, issued and fully paid share capital of the Group comprised 1,676 million

shares of AED 1 each (31 December 2016: 1,676 million shares of AED 1 each).

At the meeting held on 5 April 2017, the shareholders of the Bank approved a cash dividend of 30%
amounting to AED 503 million of the issued and paid up capital in respect of the year ended 31 December

2016 (2015: 50% cash dividend amounting to AED 838 million).
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

14. Contingencies and commitments
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31 March 31 December

2017 2016

(un-audited) (audited)

AED’000 AED’000

Irrevocable commitments to extend credit 42,468 31,788
Letters of guarantee 912,461 858,289
Letters of credit 87,136 61,526
Capital commitments and other 20,423 26,401
1,062,488 978,004

Commitments to extend credit shown above represent unfunded amounts out of approved limits offered to
customers, which are irrevocable by the Group. Commitments to extend credit amounting to AED 8,514
million (31 December 2016: AED 8,536 million) are revocable at the option of the Group and not included

in the above table.

15. Forward foreign exchange and other derivative contracts

Foreign exchange contracts comprise commitments to purchase foreign and domestic currencies on behalf

of customers and in respect of the Bank’s undelivered spot transactions.

Outstanding forward foreign exchange contracts, interest rate swaps and other derivative contracts at

31 March 2017 and 31 December 2016 are as follows:

Fair Values

Assets Liability
AED’000 AED’000
31 March 2017
Foreign exchange contracts 18,434 18,386
Interest rate swaps 17,619 378
Other derivative contracts 27,007 28,698
63,060 47,462
31 December 2016
Foreign exchange contracts 3,853 3,845
Interest rate swaps 12,981 536
Other derivative contracts 458 1,009

17,292 5,390

Notional
AED’000

2,650,289
2,916,406
3,783,190

873,776
2,916,406
514,220
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

16. Interest income and expense

Three month period

ended 31 March
2017 2016
(un-audited) (un-audited)
AED’000 AED’000

Interest income

Personal loans 79,656 88,647
Mortgage loans 35,907 39,469
Credit cards 180,678 191,209
Auto loans 27,711 34,997
Business banking RAK finance loans 168,471 217,457
Wholesale banking loans 38,525 23,015
Business banking loans 56,548 60,278
Other retail loans 12,739 9,668
Investment securities 49,274 45,207
Deposits with the U.A.E. Central Bank 538 1,018
Other banks 13,250 5,256

663,297 716,221

Interest expense

Due to customers 51,735 46,385
Debt securities issued 17,826 15,098
Borrowings from other banks 5,749 2,829

75,310 64,312

17. Income from Islamic Financing and distribution to depositors

Three month period
ended 31 March

2017 2016
(un-audited) (un-audited)
AED’000 AED’000

Income from Islamic Financing
Islamic Salam personal finance 26,629 33,936
Islamic Auto Murabaha 14,714 20,230
Islamic business finance 32,937 43,552
Islamic syndicated finance 1,376 -
Islamic asset based finance 2,023 1,381
Islamic Ijara property finance 6,389 3,750
84,068 102,849

Distribution to depositors

Distribution of profit on Islamic term investment deposits 7,583 8,577
Distribution of profit on Islamic demand deposits 1,163 1,882

8,746 10,459
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Notes to the condensed consolidated financial statements

for the period from 1 January 2017 to 31 March 2017 (continued)

18. Net fees and commission income

Personal loans

Mortgage loans

Credit cards

Auto loans

RAK Finance business loans
Wholesale banking loans
Business banking loans
Fiduciary income
Bancassurance

Other

19. Investment income

Fair value income
Dividend income

Net gain on disposal of investments

20. Operating expenses

Staff costs

Occupancy costs

Marketing expenses
Depreciation and amortisation
Communication costs

Legal and consultancy fees
Computer expenses
Outsourced staff costs

Other

23

Three month period

ended 31 March
2017 2016
(un-audited) (un-audited)
AED’000 AED’000
8,648 6,165
7,272 7,126
67,708 69,862
4,686 7,569
13,406 7,034
14,278 6,291
29,925 19,615
13,080 14,412
9,744 14,878
13,347 15,907
182,094 168,859

Three month period
ended 31 March

2017 2016
(un-audited) (un-audited)
AED’000 AED’000

27 19

3,118 1,286
44,493 26,782
47,638 28,087

Three month period

ended 31 March
2017 2016
(un-audited) (un-audited)
AED’000 AED’000
134,753 135,344
24,866 25,205
7,738 8,190
25,975 28,645
9,672 9,454
24,878 8,842
20,347 22,055
87,351 85,734
15,582 18,240

351,162

341,709
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

21. Earnings per share
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The basic earnings per share is calculated by dividing the net profit attributable to owners of the Parent by

the weighted average number of ordinary shares in issue during the period.

31 March 31 March
2017 2016
(un-audited) (un-audited)
Profit for the period (AED’000)
(attributed to owners of the Bank) 154,682 248,970
Weighted average number of
shares in issue (in thousands) 1,676,245 1,676,245
0.15

Basic earnings per share (AED) 0.09

22. Fiduciary activities

The Group holds assets in a fiduciary capacity for its customers without recourse. At 31 March 2017, such
assets amounted to AED 1,787 million (31 December 2016: AED 1,722 million) and are excluded from the

condensed consolidated financial statements of the Group.

23. Cash and cash equivalents

31 March 31 March

2017 2016

(un-audited) (un-audited)

AED’000 AED’000

Cash in hand and current account with UAE Central Bank 998,785 768,792

Due from other banks 2,516,586 2,265,270

3,515,371 3,034,062

Less: Due from other banks with original maturity of three

months or more (2,028,720) (755,566)

1,486,651 2,278,496
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

24. Operating segments

Following the management approach of IFRS 8, operating segments are reported in accordance with the
internal reporting to the management, which is responsible for allocating resources to the reportable
segments and assesses its performance. All operating segments used by the Group meet the definition of a
reportable segment under IFRS 8.

The Group has five main business segments:

* Retail banking - incorporating individual customer and certain business current accounts, savings
accounts, deposits, credit and debit cards, individual customer loans and mortgages;

e Wholesale banking — incorporating transactions with corporate bodies including government and public
bodies and comprising of loans, advances, deposits and trade finance transactions of corporate
customers and financial institutions;

e Business banking — incorporating transactions comprising of loans, advances, deposits and trade
finance transactions of SME;

e Treasury - incorporating activities of the dealing room, related money market, and foreign exchange
transactions and hedging activities with other banks and financial institutions including the UAE
Central Bank, none of which constitute a separately reportable segment; and

e Insurance business - incorporating all insurance related transactions of its subsidiary Ras Al Khaimah
National Insurance Company PSC.

The above segments include conventional and Islamic products and services of the Group.

As the Group’s segment operations are all financial with a majority of revenues deriving from interest and
fees and commission income, the management relies primarily on revenue and segmental results to assess
the performance of the segment.

Funds are ordinarily allocated between segments, resulting in funding cost transfers disclosed in inter-
segment revenue. Interest charged for these funds is based on the Bank’s funds transfer pricing policy.
There are no other material items of income or expense between the business segments.

The Group’s management reporting is based on a measure of net profit comprising net interest income, loan
impairment charges, net fee and commission income, other income and non-interest expenses.
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

25. Related parties balances

Related parties comprise key management, businesses controlled by shareholders and directors as well as
businesses over which they exercise significant influence. During the period, the Group entered into
transactions with related parties in the ordinary course of business. The transactions with related parties and

balances arising from these transactions are as follows:

Three month period
ended 31 March

2017 2016
(un-audited) (un-audited)
AED’000 AED’000
Transactions during the period
Interest income 18 82
Interest expense 5,338 3,614
Commission income 2,222 17
Directors’ and key management personnel’s remuneration,
sitting and other expenses 3,017 4,358
31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
Balances
Loans and advances:
- Shareholders and their related companies 95 170
- Directors and their related companies 182 1,155
- Key management personnel 1,587 4,397
1,864 5,722
Deposits
- Shareholders and their related companies 1,755,731 2,003,955
- Directors and their related companies 6,869 10,036
- Key management personnel 9,024 5,629
1,771,624 2,019,620
Irrecoverable commitments and contingent liabilities
and forward contracts
- Shareholders and their related companies 133,750 120,975
- Directors and their related companies 403 403
134,153 121,378
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

25. Related parties balances (continued)

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
Insurance related receivables
Due from policy holders 19,796 24,154
Insurance related payables

Due to policy holders 82 294

26. Capital adequacy
Capital structure and capital adequacy as per Basel II requirement as at 31 March 2017

The Bank is required to report capital resources and risk-weighted assets under the Basel II Pillar 1
framework, as shown in the following table. The Bank has adopted standardised approach for calculation
of credit risk and market risk capital charge. On operational risk, alternative standardised approach is
followed for capital charge calculation under pillar 1.

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000
Tier 1 capital
Ordinary share capital 1,676,245 1,676,245
Legal and other reserves 4,005,189 3,939,809
Retained earnings 1,354,379 1,246,414
Total 7,035,813 6,862,468
Deduction
Investment in RAKNIC (312,886) (312,886)
Tier 1 Capital 6,722,927 6,549,582
Tier 2 capital = -

Total regulatory capital 6,722,927 6,549,582
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

26. Capital adequacy (continued)

30

31 March 31 December
2017 2016
(un-audited) (audited)
AED’000 AED’000

Risk weighted assets
Credit risk 28,332,267 28,012,825
Market risk 10,418 19,663
Operational risk 1,988,194 1,988,195
Total risk weighted assets 30,330,879 30,020,683
Capital adequacy ratio on regulatory capital 22.17% 21.82%
21.82%

Capital adequacy ratio on Tier 1 capital 22.17%

The above ratios are computed without considering current year profit. Retained earnings shown above are

net of unpaid dividend for the period.

As per UAE Central Bank Regulation for Basel III, Minimum Capital requirement including Capital
Conservation Buffer is 11.75% for year 2017, which will increase to 12.375% and 13.0% for year 2018 and

year 2019 respectively.

During 2017, Central Bank will issue detailed guidelines for calculation of Capital requirement as per Basel

I
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

27. Fair values of financial assets and liabilities

Fair value is the amount for which an asset could be exchanged or a liability settled between knowledgeable,
willing parties in an arm’s length transaction. Consequently, differences can arise between the carrying
values and fair value estimates of financial assets and liabilities. Underlying the definition of fair value is
the presumption that the Group is a going concern without any intention or requirement to materially curtail
the scale of its operations or to undertake a transaction on adverse terms. At 31 March 2017, the carrying
value of the Group’s financial assets and liabilities approximate their fair values, except for the below
mentioned financial assets and liabilities:

Fair value Carrying value
31 March 31 December 31 March 31 December
2017 2016 2017 2016
(un-audited) (audited) (un-audited) (audited)
AED’000 AED’000 AED’000 AED?000
Assets
Loan and advances 29,568,890 28,934,906 29,352,346 28,725,869
Investment securities 4,687,661 4,810,682 4,687,661 4,810,682
Cash and balances with the
UAE Central Bank 4,298,205 4,432,543 4,297,156 4,431,016
Due from other banks 2,516,513 2,616,126 2,516,586 2,629,230
Total financial assets 41,071,269 40,794,257 40,853,749 40,596,797
Liabilities
Due to other banks 1,316,045 1,561,818 1,315,044 1,561,877
Deposits from customer 29,806,703 29,461,531 29,791,425 29,398,185

Debt securities issued 2,723,472 2,730,072 2,723,472 2,730,072

Total financial liabilities 33,846,220 33,753,421 33,829,941 33,690,134
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

28. Fair value hierarchy

The fair value measurements are categorised into different levels in the fair value hierarchy based on the
inputs to valuation techniques used. The different levels are defined as follows:

Quoted market prices - Level 1

Financial instruments are classified as Level 1 if their values are observable in an active market. Such
instruments are valued by reference to unadjusted quoted prices for identical assets or liabilities in active
markets where the quoted price is readily available, and the price represents actual and regularly occurring
market transactions.

Valuation techniques using observable inputs - Level 2
Financial instruments classified as Level 2 have been valued using models whose inputs are observable in

an active market. Valuation based on observable inputs includes financial instruments such as forward
foreign exchange contracts which are valued using market standard pricing techniques.

Valuation techniques using significant unobservable inputs - Level 3

Financial instruments are classified as Level 3 if their valuation incorporates significant inputs that are not
based on observable market data (unobservable inputs). A valuation input is considered observable if it can
be directly observed from a transaction in an active market.

Unobservable input levels are generally determined based on observable inputs of a similar nature,
historical observations or other analytical techniques.

This hierarchy requires the use of observable market data when available. The Group considers relevant
and observable market prices in its valuations where possible. The table below analyses recurring fair value
measurements for assets and liabilities.

Quoted
market Observable Significant
prices inputs unobservable
Level 1 Level 2 inputs Level 3 Total
AED’000 AED’000 AED’000 AED’000
31 March 2017 (un-audited)
Asset at fair value
(Available-for-sale financial assets)
[nvestment securities - debt 4,379,750 - 221,557 4,601,307
[nvestment securities - equity 59,964 - 1,785 61,749
Investment securities - funds 20,385 - - 20,385
Foreign exchange contracts - 18,434 - 18,434
Derivative financial instruments - 44,626 - 44,626
(Held-for-trading)
Investment market fund 4,220 - = 4,220
Investment - debt securities - - = =
4,464,319 63,060 223,342 4,750,721

Liabilities at fair value
Foreign exchange contracts - 18,386 - 18,386
Derivative financial instruments - 29,076 3 29,076

= 47,462 . 47,462
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Notes to the condensed consolidated financial statements
for the period from 1 January 2017 to 31 March 2017 (continued)

28. Fair value hierarchy (continued)

Quoted
market Observable Significant
prices inputs unobservable
Level 1 Level 2 inputs Level 3 Total
AED’000 AED’000 AED’000 AED’000
31 December 2016 (audited)
Asset at fair value
(Available-for-sale financial assets)
[nvestment securities - debt 4,546,570 - 219,100 4,765,670
[nvestment securities - equity 7,279 - 107 7,386
Investment securities - funds 20,637 - - 20,637
Foreign exchange contracts - 3,853 - 3,853
Derivative financial instruments - 13,439 = 13,439
(Held-for-trading)
Investment market fund 4,185 - - 4,185
Asset at amortised cost
[nvestment securities - debt 12,804 - - 12,804
4,591,475 17,292 219,207 4,827,974
Liabilities at fair value
Foreign exchange contracts - 3,845 . 3,845
Derivative financial instruments - 1,545 - 1,545
- 5,390 - 5,390

There is no transfer between levels during the period, hence no level 3 reconciliation needed.

29. Critical accounting judgements and key sources of estimation of uncertainty

The preparation of condensed consolidated financial statements requires management to make judgements,
estimates and assumptions that affect the application of accounting policies and the reported amounts of
assets and liabilities, income and expense. Actual results may differ from these estimates.

In preparing these condensed consolidated financial statements, the significant judgements made by
management in applying the Group’s accounting policies and the key sources of estimation uncertainty
were the same as those that applied to the consolidated financial statements for the year ended 31 December
2016.

30. Seasonality of results

No income of seasonal nature was recorded in the condensed consolidated financial statements for the three
month periods ended 31 March 2017 and 2016.

31. Approval of the condensed consolidated financial statements

The condensed consolidated financial statements were approved on 19 April 2017.



